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E.O. 11652NA 
TAGS: EINV, BIND, GT 

SUBJ: UPDATE OE INVESTMENT CLIMATE REPORT 

REP: STATE 244738 

THERE POLLOWS STATEMENT ON INVESTMENT CLIMATE IN GUATEMALA 
REQUESTED REFTEL. 

1 . THE CLIMATE FOR US PRIVATE INVESTMENT IN GUATEMALA IS 
FAVORABLE. WITH FOREIGN EXCHANGE RESERVES AT AN ALL TIME HIGH 
AND A STABLE CURRENCY, THE GOVERNMENT HAS NO NEED FOR CURRENCY 
AND EXCHANGE CONTROLS. THE ECONOMY IN GUATEMALA GREW IN REAL 
TERMS AT AN IMPRESSIVE RATE OF 8 PERCENT IN 1977 AND THE OUTLOOK 
FOR 1978 IS A CONTINUATION OF THIS STRONG GROWTH. 

PRESIDENTIAL ELECTIONS ARE SCHEDULED FOR MARCH 1978 WITH THE 
NEW GOVERNMENT TAKING OVER IN JULY 1978. NO CHANGES IN THE 
PRESENT TREATMENT OF FOREIGN INVESTMENT ARE EXPECTED. 
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THE STABLE POLITICAL ENVIRONMENT AND HEALTHY ECONOMY HAVE 
ATTRACTED A CONSIDERABLE AMOUNT OF FOREIGN INVESTMENT IN RECENT 
YEARS, MOST NOTABLY IN MINERAL EXPLOITATION AND OIL EX- 
PLORATION. THE LATTER CAN BE EXPECTED TO GROW IN 1978 
WITH THE NEXT ANNOUNCEMENT BY THE GOVERNMENT THAT NEW 
EXPLORATION AREAS WILL SOON BE OPENED TO BID. 
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2. THE GOVERNMENT HAS HAD AN EXCELLENT RECORD OE RESPECT 
EOR CONTRACTUAL OBLIGATIONS. THE ONLY EXCEPTION IN 
RECENT MEMORY WAS THE PASSAGE BY CONGRESS IN 1975 OE A 
UNILATERAL INCREASE IN THE EXPORT TAX ON BANANAS. THIS 
ACTION AEEECTED DEL MONTE. OTHERWISE, IN THE FEW CASES 
WHERE EOREIGN FIRMS HAVE PASSED TO PUBLIC CONTRAOL, THE 
GOVERNMENT HAS NEGOTIATED A MUTUALLY ACCEPTABLE AGREEMENT 
WITH THE INVESTOR. 

3. THE EMERGENCE OE ECONOMIC NATIONALISM, EVIDENT ELSE- 
WHERE IN LATIN AMERICA, IS A PHENOMENON THAT HAS NOT ES- 
CAPED GUATEMALA. IN GUATEMALA, HOWEVER, SUCH A PHILOSOPHY 
HAS NOT BEEN FORMAT .TZFD. RATHER IT HAS MEANT INFORMAL 
RESTRAINTS ON FOREIGN BANKS, OCCASIONAL OPPOSITION TO 

THE ESTABLISHMENT OF CERTAIN FOREIGN INDUSTRIES THAT 
ELEMENTS OF LOCAL INDUSTRY HAVE CONSIDERED TO BE POTENTIALLY 
HARMFUL TO THEIR OWN INTERESTS, (THIS DID NOT PREVENT, 

HOWEVER, THE ESTABLISHMENT IN 1976 OF A BRANCH OF A 
MAJOR US RETAILER AFTER MANY YEARS OF EFFORTS TO ENTER 
GUATEMALA. NOR HAVE THERE BEEN ANY OBJECTIONS TO THAT 
INVESTMENT SINCE THEN), AND LIMITATIONS ON THE USE OF THE 
OPIC INVESTMENT GUARANTEE PROGRAM. THE GOVERNMENT HAS 
NOT APPROVED AN OPIC INSURANCE POLICY SINCE 1973, BUT SAYS 
IT IS READY TO SHOULD THE APPLICATION BE FILED PROPERLY AND 
INVESTMENT MEET THE ESTABLISHED CRITERIA. 

IT SHOULD ALSO BE MENTIONED THAT THE GOVERNMENT HAS BEEN 
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VERY SLOW AND DELIBERATE IN ESTABLISHING THE LEGAL FRAME- 
WORK FOR AND APPROVING INVESTMENTS IN MINERAL EXPLOITATION. 

IN GENERAL, HOWEVER, THE CONSERVATIVE NATURE OF THE GOVERNMENT 
HAS RESULTED IN ECONOMIC CONSIDERATIONS TAKING PRECEDENCE OVER 
DEMANDS OF ECONOMIC NATIONALSIM WHEN DECIDING POLICY ON FOREIGN 
INVESTMENT. 

4. AS A MEMBER OF THE CENTRAL AMERICAN COMMON MARKET, 
GUATEMALA HAS A RANGE OF INCENTIVES THAT ARE APPLICABLE 
TO ALL POTENTIAL INVESTORS. THESE ARE SPELLED OUT IN THE 
AGREEMENT ON FISCAL INCENTIVES FOR INDUSTRIAL DEVELOPMENT 
IN CENTRAL MERICA RATIFIED BY GUATEMALA IN 1963, WHICH 
ALLOWS INCOME AND CUSTOMS TAX RELIEF FOR PERIODS OF UP 

TO TEN YEARS DEPENDING ON THE DEGREE OF REGIONAL VALUE 
ADDED. THE CENTRAL AMERICAN COMMON MARKET COUNTRIES, LESS 
HONDURAS, HAVE A JOINT EXTERNAL TARIFF WHICH HAS CREATED 
A NUMBER OF IMPORT SUBSTITUTIONS INDUSTRIES SERVING THE 
AREA. AS A RESULT OF THE BORDER DISPUTE BETWEEN HONDURAS 
AND EL SALVADOR, GUATEMALAN TRADE WITH HONDURAS IS COVERED 
BY A SEPARATE AGREEMENT. 
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THERE IS ALSO A LAW REGULATING DRAWBACK INDUSTRIES 
(DECREE LAW 443 OE 1966). EEFORTS TO PASS A MORE FAVORABLE 
LAW HAVE NOT BEEN SUCCESSFUL. SELECTED PRICE CONTROLS ARE 
ALSO A FACTOR THAT PROSPECTIVE INVESTORS MUST CONSIDER. THE 
GOVERNMENT HAS ATTEMPTED TO KEEP THE LID ON INFLATION 
BY CONTROLLING THE PRICES OE CERTAIN PRODUCTS OP INDUSTRIAL 
FIRMS (PRIMARILY BASIC FOODSTUFFS AND OTHER NECESSITIES); 

FIRMS THAT RAISE PRICES OF THESE PRODUCTS WITHOUT GOVERNMENT 
AUTHORIZATION RUN THE RISK OF LOSING THEIR INVESTMENT INCENTIVES. 

5. AN ASPECT OF FAIR TRADE PRACTICE LEGISLATION SPECIFI- 
CALLY APPLICABLE TO FOREIGN INVESTORS INVOLVES LIMITATIONS 
ON THE EMPLOYMENT OF NON-CENTRAL AMERICANS; NEVERTHELESS, 
THESE REGULATIONS HAVE BEEN APPLIED IN A FLEXIBLE MANNER. 
FOREIGNERS RESIDING IN GUATEMALA MAY ENGAGE IN COMMERCE 
AND INDUSTRY WITH THE SAME RIGHTS AND OBLIGATIONS AS PER- 
TAIN TO GUATEMALANS. THE GUATEMALAN GOVERNMENT HAS NO 
DEFINED POLICY TOWARDS FOREIGN FIRMS OBTAINING MAJORITY 
CONTROL IN GUATEMALAN COMPANIES AND THERE IS NO REQUIREMENT 
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FOR LOCAL PARTICIPATION IN SUCH COMPANIES. 

6. INVESTMENT STATISTICS 

A. US DIRECT INVESMENT # 

TOTAL $260 MILLION 

MINING AND SMELTING $80 MILLION 
PETROLEUM $70 MILLION 
MANUEACTURING $70 MILLION 
OTHER INDUSTRIES $40 MILLION 

B. DIRECT INVESTMENT BY ALL COUNTRIES# 
TOTAL $455 MILLION 

CANADA $144 MILLION 
GREAT BRITAIN $31 MILLION 
WEST GERMANY $10 MILLION 
OTHER $10 MILLION 

# SOURCE: EMBASSY ESTIMATES. 

BOSTER 


UNCLASSIFIED 


NNN 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 01 jan 1994 

Channei indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: INVESTMENTS 

Control Number: n/a 

Copy: SINGLE 

Draft Date: 05 jan 1978 

Decaption Date: 01 jan 1960 

Decaption Note: 

Disposition Action: n/a 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 

Disposition Date: 01 jan 1960 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1978GUATEM00089 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Expiration: 

Film Number: D780009-0072 

Format: TEL 
From: GUATEMALA 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1978/newtext/t1 97801 98/aaaadegt.tel 

Line Count: 190 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: f0d58be6-c288-dd1 1 -92da-001 cc4696bcc 
Office: ACTION EB 

Original Classification: UNCLASSIFIED 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 4 

Previous Channel Indicators: n/a 
Previous Classification: n/a 
Previous Handling Restrictions: n/a 
Reference: 78 STATE 244738 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 07 feb 2005 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 3826037 
Secure: OPEN 
Status: NATIVE 

Subject: UPDATE OF INVESTMENT CLIMATE REPORT 
TAGS: EINV, EIND, GT 
To: STATE 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/f0d58be6-c288-dd1 1 -92da-001 cc4696bcc 
Review Markings: 

Sheryl P. Walter 
Declassified/Released 
US Department of State 
EO Systematic Review 
20 Mar 2014 

Markings: Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Sheryl P. Walter Declassifled/Released US Department of State EO Systematic Review 20 Mar 2014 



